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The New Deal.... does not wish to run or manage any
part of the economic machine which private enter-
prise can run and keep runnin . That should be left
to individuals, t© corporations, to any other from
of private management, with profit for those who
manage well. But, when an abuse interfere with
the ability of private enterprise to keep the
national conveyor belt moving, government has the
responsibility to eliminate that abuse.
1
Franklin D. Roosevelt
Even if the government conduct of business could
give us the maximum of efficiency instead of least




There exists so many opinions in the area of govern-
ment corporations that from the many arguments one is sti-
mulated to become better acquainted and find out more about
their inner workings.
What is this device that can be created to help in
emergencies, that can be discarded at the politician*
s
will, and that is so avidly debated for and against?
The commercial corporation is an organization that
would only be argued against by the communist. As the
method to achieve the greatest results for its sharehold-
ers, it is unexcelled. It is solidly established in the
western business world. 3hould the government perform the
1. The Public Papers and Addresses of Franklin D. Roosevelt
(New Zork; Random House Inc.) 1938












type functions to whloh the corporation lends itself so
well?
It has been rather obviously noted that the general
direction of our time is toward oollectivelsm, no one can
say how far it will go. To find out more about govern-
ment corporations and to form some philosophy about their
existence is the prime purpose of this paper.
The extent to which the Federal government is now
engaged in commercial activity can well be seen by this re-
port by the Hoover Commission.
"There are about 100 important business enter-
prises which the Federal Government owns, or in
which it is financially Interested. These con-
cerns engage directly or Indirectly in lending
money, qua rante el ng loans and deposits, writing
life insurance, the producing, distributing,
and selling of electric power and fertilizers,
the operation of railroads and ships, the pur-
sing nnd selling of farm products, and the
smelting and sale of metals.
The Governments direct investment in these
enterprises is In excess of |20 billion, and
there are further authorized commitments to
supply about ?14 billion to them. In addition,
the Government quarantees directly, and in-
directly, about 590 billion of deposits and
morta^ges and the life insurance written by
Government agencies approaches #40 billion." 3












The origin of corporations 1b lost in antiquity. The
werd 'corporation' oomea from Latin corpora "to form a
body." This masterpiece of Ingenuity is generally attri-
buted to the Romans. Xet, the Greeks in 59- and the
Phoenicians in 900 BC are said t© have used this form of
organization.
An old definition is "A Corporation is an associa-
tion of persons to whom the soverign has offered a
franchise to become an artificial juridloial person with
a name of its own which they can act and contract, sue and
be sued, and who have accepted the offer and effected the
organisation in substantial conformity with Its terms." 4
The Federal government has no express, but an im-
plied, power t:> create corporations whereever necessary or
desirable to carry out any of its express powers, as banks
under currency power, railroads under Interstate commerce
power, manufacturing company to supply army or navy armor
plate. He the Federal Congress Bight maise the exercise
of such power exclusive in it, until it has done so, the
States have and exercise concurrent power t~ create cor-
porations tor carrying on any of their purposes. Congress
probably cannot create corporations for other purposes
than those stated or implied in its express powers, to
4. The Encyclopedia America, Volume 8, p. 2
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operate in the States, a , ainat their consent; although,
because the National banks and the Pacific railroads in-
corporated by Congress do a local business, it has been
argued that Congress can give such capacity, if not the
legal right to do such business. Under the "commerce
power", the Congress has not only incorporated railroad
companies to build and operate interstate railroads, but,
also a canal corporation with authority to construct a
canal in a foreign country. So, in our Federal Corpora-
tions there exists little, if any, real authority for the
Federal Corporations. It has been creditably argued that
the Federal Corporation is an infringement upon the rights
of private industry, and that the exhileration of their
use has taken us a long way toward Socialism and, that,
further, they are the use of political force to abolish
private property and private enterprise.
The Hoover Commission report, and especially its sup-
porting task force reports, found the Federal Corporation
to have many virtues, the most outstanding being the fact
that it is administratively detached, temporary, instead
of permanent, and easily abolished when political senti-
ment is favorable to "less government In business." The
clearest statement of this position is found in the task
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Chapter II
REASONS FOR GOVERNMENT PARTICIPATION IN BUSINESS
Many new responsibilities have been plaoed upon the
government in the past 40 years so as to require it to en-
gage increasingly in business-type operations, so that to-
day a substantial portion of federal activities falls with-
in the corporate category. They all have a common objec-
tive, to accomplish some authorized governmental purpose*
Profit is not the goal. These enterprises are merely
means to an end. They do not differ materially in purpose
from other types of governmental activity which are called
"political. " Government entrance into the business field
has taken place for several reasons* One reason was the
failure of private industry in an essential industry, this
was the case with the Panama Canal and the Alaskan Ball-
road. National health and morals have been the primary
considerations in the development of many of the water
systems. Government has Intervened for reasons of nation-
al defense, this was the oase with the railroad, tele-
phone, and telegraph systems during the First Aorld War.
National defense, at the moment, explains government own-
ership and operation of atomic-energy Industry. These were
not, in every sense, Corporations, but the principal of
government administration of private industry is illus-




been eo huge that they appeared to be beyond the capacity
of even the largest private corporation.
Government has created corporations for three major
purposes. The principal use to which they were put during
the depression was to facilitate the extension of credit te
hard-pressed banking, insurance, transportation, manufactur-
ing and other private corporations and also to the states
and subdivisions* Here, we meet such agencies as the Re-
construction Finance Corporation, the Home Owner's Loan
Corporation, the production credit corporations, the Com-
modity Credit Corporation, and in a somewhat different
sense, the Federal Deposit Insurance Corporation.
The second principal use for which the government has
resorted to incorporation is to carry on activities of a
commercial and business nature. The phrase includes, by
way of specific example, operation of transportation system
(Panama Railroad Company, Emergency Fleet Corporation, In-
land Waterways Corporation) production and distribution or/
and regulation of prices; (Federal Prison Industries, Inc.,
Cotton Stabilization Corporation); construction of public
works (United States Housing Corporations, Public vork Emer-
gency Housing Corporation; construction of dams and power
plants (Tennessee Valley Authority; Extension of relief.
(Federal Subsistence Homesteads Corporation, Federal Sur-
plus Commodities Corporations, rural rehabilitation corpo-















Several of these examples were liquidated by 1948.
The third Important use of government corporations
was to deal with emergency problems that could be sharp-
ly isolated, such as procuring rubber or tin, and ex-
tending plant facilities. The production of the atomic
bomb was managed by the War Department as a separate,
but, Incorporated project. The peace-time use of atomic
energy may lead to a new series of government corpora-
tions. The government has formed corporations in an
effort to conserve and more effectively utilize our nat-
ural resources, as in the case of the Tennessee Valley
Authority. The government has also entered business as
a competitor in order te regulate more effectively those
engaged in an industry*
As has been pointed out, government ownership has
steadily increased in spite of strenuous opposition.
Thirty- five years ago, the Federal government owned only
a fraction of the land area of the nation and none of the
industrial capacity of the country. Since then, the Fed-
eral corporations have come into existence and have taken
over about 40 per cent of the land area and about <iO per
cent of the industrial oapacity of the country.
Critics usually assert that government ownership in-
volves an excessive amount of bureaucracy and red tape,
They further alledged that because ef the absenee of per-
sonal risk, competitive factors, and the desire for pre-
ai»w Bslqsjex© t, I«ev
dm m 9fl!0Xr ons&TM: ,f S#w
•qftti «s«W ad£ n*w b -©<*
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fit, | vernment-owned enterprisea are lacking in incen-
tive, imagination and inititlve. Like most generalali-
ties, however, they perhaps claim too much.
As was pointed out, the extent of £;:>vem^)3nt , a en-
trance) in business undertakings has been curpriseingly
large. The government engages in evexy function ©f
American industry. A compiled list of government corpo-








It it argued that the corporate device, when faith-
fully followed, la superior to departmentalism in, at
least, three major respects; it is potentially l^ss
subject to injurious political considerations, it is
more autonomous in organisation and capable of a greater
decree of unity in its management (both of which are
essential to efficient operation), and it has greater
flexibility with regard to its financial operations and
is designed to stand on its own financial-feet as a busi-
ness enterprise should.
There exists much concern about the apparent diver-
sity of form which exists among United states government
corporations. Key writes; "It is thus misleading to
speak of *the' government corporation. Mo uniformity of
powers or form is apparent; about all that government
5
corporations have in common 1 3 the name." Outward
appearances are deceiving. While there is considerable
variety in the kinds of programs adainl stored by govern-
ment corporations, nonetheless, they exhibit a high de-
gree of uniformity as to purpose, nature of activity, and
powers.
Part of the confusion undoubtedly arises from the
use of the term "corporation*. It might have been pre-
5. V.O. Key 8, Jr. "Government Corporation", in Fritz
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ferable If the government organization had nat borrowed
its name from a private prototype. While government and
private corporations in the United States de possess cer-
tain common characteristics, there are, and always have
been, fundamental differences. Both have a legal person-
ality, ccn sue and be sued, and generally have boards of
directors. Here the resemblerioe ends. Private corpora-
tions, with the obvious exceptions, flsr
profit and the corporate form is utilized primarily to
take advantage of limited liabilities, pooling of invest-
ments, transferability of securities* • ,e of no
significance to the government corporation.
Government corporations are business ventures with
no profit motive, but with definite ©hj actives • They are
not policy-making bodies with a broad range of dis-
cretion, as, for examplj, that of the political depart-
ments. The business of the Inland Waterways Corpora-
tions is barge transportation, the worlc of the Export-
Import Bank is limited to foreign trade, the purpose of
tho Farm Credit Administration te
agricultural finance, and so on. Tho business objective
of tho governmental corporations have not been
dearly defined, and wider areas of dlsjirv ra been
accorded—unisr state incorporation and prJ r to :,he
Government Corporation Control Act of 1945—-than Con-





has now been corrected by Congresstional legislation.
Corporate charters hereafter will be oarefully drawn so
that government corporation, it is assumed, will now be
utilized for the purpose for which they are Justified;
namely, to conduct a business enterprise which can more
efficiently administer in the Corporate form than as a
regular department or bureau. However, herein lies the
old conflict of ideologies. Should the government enter
into these business enterprises, or should they be left
to the individual enterprise system?
The corporation is not primarily concerned with the
establishment of objective and the formulation of broad
policies, because this is done for it by Congressional
charters and Congressional legislative and financial auth-
orisation. Therefore, the business-operationing charac-
ter of the corporation is the part of its nature which
must be emphasised, and hence, autonomy is the part of
its nature whioh should be emphasised.
In fact, the chief virtue of the corporation is its
autonomy. The right to "manage its own affairs". Auto-
nomy means concentrating managerial powers in the hands
of competent people and giving them enough free rein to
achieve the desired results. It is the privilege of be-
ingj left alone so long as you do not overstep the rules
laid down in advance. Congress alone cannot run a busi-








can run a successful enterprise if they pick competent
administrators and provide them with sufficient freedom
to organize staff, finance , and then run it as skilled
administrators can whon the conditions are conducive to
success. Being a separate and distinct entity, headed
by its own board of directors, the oorporctlon is inhe-
rently better able to suocoed than the ordinary depart-
ment of government. Politics and bureaucracy come in as
business standards are relaxed.
The United States, in order to use the public corpo-
ration wisely and dodge the pitfalls that accompany it,
should be well aware that the form with which wo are most
familiar here is not the only one.
There are three principal varieties of public cor-
poration
"1. fjfae mixed enterprise , in v/hioh both
public and private ownership combine to form
a corporate partnership.
2 « yho public utility iS4£&» lri which
ownership is private, profits are limited
by charter, and management is provided by
government.
3- J&2 ffovqrnaerrt-owqod; corporation
where both ownership and management are
public."
Which of these forms takes hold in any given country
seems to bo largely the result of chance. One method is
tried, if it works, it is repeated and so a precedent is
set. Of the above, France has preferred to follow the
mixed enterprise, while Britain has used the public utll-
"The Administration of the Nationalized Industries in
Britain". Publio Administration Review, Summer, 1947
n*
di







ity successfully, and Germany the government-owned cor-
poration. Certainly, our traditions and historical back-
ground lies more with England, yet we have used the gov-
ernment-owned corporation exclusively at the national
level.
The first venture into business activities for the
United States came back in 1904 with the purchase of the
capital stock of the Panama Railroad Company. The gov-
ernment took it over at the time the canal was built.
The company had been operated successfully for fifty-five
years by private interest. The very momentum, strong
traditions and geographic location succeeded in keeping
the private corporate ventures remarkably intact. It has
a real board of directors, financed itself for a long
while without appropriations, makes its own rules of in-
ternal management, and has remained a true business con-
cern.
The efficiency of years past has, however, been
lost. Although the railroad is rent free and tax free,
and charges normal rates, it still received 20 million







A TXPIOAL GOVERNMENT CORPORATION
It is not the purpose of this paper to look into the
organization and functions of each of the government cor-
porations, but in order to gain a better understanding,
one corporation has been selected as beiny typical. Per-
haps only a few have received anymore criticism and none
has been written upon as much as the Tennessee Valley
Authority*
In 1935 the Tennessee Valley Authority Act was passed
by Congress. The operation of .vilson Dam, at ^.usole
Shoals, included, among other things, the generation of
electricity for its own use and transmission and sale of
the surplus in surrounding territory. A very inviting
oampaign .vas waged to induce all fanners and municipali-
ties to form cooperatives and construct their own dis-
tribution systems. The TVA would then sell to them at
wholesale prices. Private utilities began to fight the
program violently, claiming among other things, that th»
Federal government lacked constitutional authority to
dispose of surplus electricity in such a way as to threat-
en their business and bring them under federal regula-
tion rather than state.
The dispute vent to the Supreme Crurt in 1936. The











begun during the flrat tforld war, was a legitimate ex-
ercise of the war power, and other operations on the river
were legitimate exercise of the power over Interstate
commerce. *s for the disposal of surplus electricity,
the Court pointed out that the electricity "was property
of the United States constitutionally acquired, that the
Constitution expressly authorized Congress to dispose of
and make all needful rules and regulations respecting—-
property belonging to the United States. The operations
of TVA were thereby made legal. The program has been
greatly expanded in the vicinity of the Tennessee River
and extended to other parts of the nation as well, with
the result that Congress has discovered a highly effec-
tive weapon with which to regulate private enterprise.
"TVA is headed by a three man board of directors a-
ppointed by the President of the United States. The
board may exercise all the powers of the corporation and
serves as the chief policy-making body. The chief admin-
istrative officer is the general manager, appointed by
the board and responsible for carrying out its policies.
To facilitate the intregratlon of budgeting with general
administration, the budget staff is a part of the office
of the general manager and assistant general manager
serves as chief budget officer.
Although TVA has the corporate form of organization
















sued, it has no capital stock. TVA funds are presently
received from two sources, operating proceeds, and con-
gressional appropriations. Operating proceeds, however,
aay bo used only for certain designated purposes.
Section 26 of the TVA Act authorizes the use of proceeds
"in the operation of dams and reservoirs, in conducting
its business, in generating, transmitting, and distribu-
ting electric energy, and in manufacturing, selling, and
7
distributing fertilizer and fertilizer ingredients."
Thr? primary purpose of TVA is that of developing
"orderly and proper physical, economic and social develap-
8
ment" of the area. Its first concern must be navigation
and flood control, but beyond that, it is directed to
produce nitrate and phosphate products for use as ferti-
lizers in peacetime and munitions in time of war, oper-
ate electric plants for its own use and sale of the sur-
plus soil conservation and diversification of industry.
One of the non-maaaureable by-products is the improved
recreation facilities which Includes fishing, camping,
swimming, and boating.
"H. up and down the Tennessee River there are
nine lams; on its tributaries are seventeen dams, and the
tributaries of the Cumberland has two. Behind each dam
Is a lake forming, in total, a water line longer than
the salt-water boundry of the entire continental United
States. Saoh of the main river dams has a spillway
section, a navigation look, and a powerhouse. The series
7. Kull, Donald, G. Decentralized
,
Budaet Administration In
The Tennessee Valley authority . Public Administration \e -
viev, .i Inter, 1949
.
8. White, Lennard, D. Introduction to the Study of Public
Administration, ^rd <in . Una. ill lan. lo/ift
I-I^Tftl ft 8 '




of nine dams provide a navigation channel of 9-foot min-
imum depth for the entire 650 mile length of the Tenn-
essee River. Tributary dams are essentially storage
dams, none has a navigation look, but all have hydr
electric generating plants. The Authority also directs
the operation of five Aluminum Company of America dams on
tributaries of the Tennessee, thereby assuring more con-
trol and coordination of the vast power in this area. It
maintains a network of transmission lines, a switch at
each hydro or steam plant to put the power on the lines
and substations throughout the power service area for tak-
ing power from the lines. The Authority also operates
chemical plants for manufacturing nitrate and phosphate
9
products."
Most controversy has centered around the sale by
the Authority of surplus electric power. The Authority
oan sell power either at its generating plants or else-
where. In its selection of customers, preference must
be shown to cooperative associations and municipalities.
All contracts with municipalities and cooperatives stip-
ulate not only the rates to be paid TVA, but also the
rates at which the energy must be resold. In the begin-
ning, those rates were from 40 to 60 per oent lower than
those previously charged by private utilities in the
area. Now, most of the utilities companies have lowered
their rates more in line with TVA level.
9» David S. Lilienthal, TVA, peccooraoy on the inarch
(New Xork: Harper 2nd ed. , 1944)
ml
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Supporting his H. J. Re a. 134 of February 1*2, 1953,
Representative Busby of Illinois had this to say regard-
ing the TVA. "The Tennessee Valley Authority Is another
example of Government competition with private power in-
dustry. TVA has heen a controversial project. The
press has carried many items of the extravagance and
waste of TVA. Of course, supporters of public power
have sought to defend all of these... I would like to
point out that in the field of hydroelectric po ;er, pub-
licly owned plants have increased almost six times in
the past 20 years, and now represent an investment of 50




Opposition to TVA comes chiefly from private util-
ities, coal, and railroad interest, local grbupa who
feared their land would be taken and other groups ad-
versely affected, banking and financial groups, btates-
rights advocates, manufactures of fertilizers, and others
opposed to the principal of government ownership or Fed-
eral control.
Two criticises have been made of the rate policies
of the Authority: first, that its wholesale rates do not
accurately reflect all the cost of generating power, and
second, that the retail rates charged by cooperatives
and municipalities, but dictated by TVA, do not reflect
all proper cost. If either of these contentions is
10. H. J. Res. 184, of Feb. 12, 1953, 33rd Congress, 1st










correct, the users of TVA eleotrloity enjoy a subsidy
from the taxpayers of the entire country. And, too, If
either is true, TVA rates are improper measurement of
what it should cost private utilities to render the same
service.
The Hoover Commission paid considerable attention
to the TVA but made no Judgment of the rate controversy.
The task force did, however, make the following obser-
vations: "(1) It noted, without confirmation or disa-
pproval, that the General Accounting Cffice in 1949 had
concluded that TVA had allocated to power an Insuffi-
cient share of the cost of raultlple-use facilities.
(2) On the basis of this allocation, power revenues are
well in excess of those required to repay over 50-year
periods the cost of facilities allocated to power, even
when construction interest is charged at 3 per cent on
the unpaid debt balanoe. (3) TVA made payments to States
and counties in lieu of taxes at rates gradually de-
creasing from 10 per cent to 5 per cent (beginning July
1, 1948) of 3X0 ss revenues from power sales. By compar-
ison, clrss A and B electric utilities paid in^taxes for
1946 an avera- e of 19 per cent of gross revenues.
(4) TVA annual reports were found to be comprehensive,
and to present clearly the financial condition of the
11
authority and the results of operation." The task force
noted again without comment that the Oeneral Accounting
11. Ferguson and MoHenery, foe American System of go v-











Office had said In 1945 of TVA account• that they "gen-
erally were well conceived, supervised, and maintained,
and the authority la to be commended as one of the fore-
most 'tovemment corporations In the use of accounting
management, comparing quite favorably in this respect
12
with well-managed private corporations."
rdlets of all that has been writto enthusi-
ast icly in favor, and regardless of all that has been
written so bitterly against, several things seem %q be
clear about the TVA. "Most neutral observers seem tc
agree t>r t t^c corporation has been well rua from an ad-
ministrative point of view; from an enginesrln int of
view, dams and all other structures are eounily and
beautifully built, public ownership has bean encouraged
in the area, electric rates have been lowered generally
throughout the area, lor rates have greatly .Increased
the use of electric energy, tended to stfcblize popula-
tion, diversify industry, and attract ne ital; great
strides have been made in controlling flood waters, con-
serving soil and improving navigation; manufacture of
nitrates and phosphates has helped to lower fertilizer
prices and otherwise encourage its use; and the authori-
ty has been unusually considerate in its handling of
personnel and the social and cultural problems of which
13
there are many." For these improveaients, in addition
to payln; for the products of the authority, the Amer-
yolvlng, gun-As and Busine^
_£ tfra gov-
ernment, Government Printing Offioe, ~, .
13 • Ferguson and lioHenery, The American System of Govern -







can taxpayer contributed in tax funds 1 ^_iicu dollars
in 1948, 31 million in 1949, and more than 56 million in
1950. aEkin^ Judgment of the aohl
•hortoa the T
,
me final p be
deined cy no one, and that is that the Tennessee Valley




THE GOVERNMENT CORPORATION CONTROL ACT OF 1945
In comparison with regular government departments,
Corporate Agencies have been characterized by a consider-
able flexibility and freedom in administration, particu-
larly with respect to personnel and fiscal management,
and by a substantial measure of independence from regular
executive and legislative controls over policy. It is
because of these factors that the corporations have been
so well adapted to the administering of commercial and
emergency services. "The status of corporations as
agencies separate and distinct, administratively and fi-
nancially and legally, from the government Itself has
facilitated their adoption of commercial methods of
accounting and financing, avoidance of political controls
and utilization of regular procedures of business man-
14
agement."
There were considerable misgivings manifest prin-
cipally in Congress as to the wisdom of so much adminis-
trative latitude. A principal contributing factor was
the over-use of the corporate device. Instead of em-
ploying the corporate form only in clear-cut oases of
public enterprises engaged in the conduct of financial-
ly self-supporting programs, "corporate status has been
conferred on a number of activities simply because thejr
14. C. Herman Fritohett, Tfre Government Corporation con-
trol Apt of 1945 . "The American Political Science Review',1
June, 194oT
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ware going to do some type of buying or selling, or be-
cause they were administering an urgent program, or be-
cause their administrators wanted freedom from regular
government controls, and because it was easier to get
the new agency set up under state incorporation laws
15
than to secure action by Congress/'
Congressional pessimism was vented in September of
1945 by passage of the "Control Act-'1 Vith Senators Byrd
and Butler at the helm, Congress was able to provide con-
trol in the following fields.
Budus t of the Bureau Control—government Corpora-
tions that were financed by other than appropriation
means, were exempt from budgetary control. Tne regular
budgetary review was put into effect for those dependent
upon appropriations. Th*5 t difficulty of forecast-
ing accurately their financial needs was always used as
one of the basis of support for relief from budget bureau
oentrol.
Congressional Expenditure fton^rol—The absence of
congressional supervision and approval for expenditures
of corporations not requiring appropriated funds has been
one of the features of corporate administration about
whioh Congress has tended to become most disturbed. The
Control Act of 1945 adopted a uniform rule virtually
eliminating exemption from appropriation control.











of 19^5 provides for G.A.O. audit "in accordance with the
principals and procedures applicable to commercial cor-
16
porate transactions. ' Audit reports on all corporations
are required to be submitted by January 15 following
the close of each fiscal year, and are to include: "a
statement (showing intercorporation relations) of assets
and liabilities, or capital and surplus, or defioet; a
statement of surplus or defioet analysis, a statement
of income and expenses; a statement of sources and appli-
cation of funds; and such comments and information as
may be deemed neoessary to keep Congress Informed of
the operations and financial conditions of the several
corporations, together with such recommendations with
respect thereto as the Comptroller-General may deem ad-
visable, including a report of any impairment of capital
noted in the audit and recommendations for the return of
such Government capital or the payment of such dividends
as, in his Judgment, should be accomplished. The report
shall also show specifically any program, expenditure,
or other financial transaction or undertaking observed
in the course of the audit, which, in the opinion of the
Oompt roller-General, has been carried on, or made, with-
out the authority of law."
Xt should be noted that the authority given to the
Comptroller-General to recommend the return of govern-
ment capital or the payment of dividends by corporations
16. Revolving Funds and Business Enterprises of the
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la a substantial new Infringement of the rights of cor-
porate management. 31noe Congress Is likely to follow
the advice of the Comptroller-General on these points,
it means that decisions on matters of the greatest im-
portance for effective corporate administration have been
transferred from the control of the responsible boards
of directors to an auditor without responsibility for ad-
ministration results.
Treasury Control—The Treasury has taken the view
that corporation funds should be deposited with the Trea-
surer of the United States and the Control Act adopted
this principal. The Act makes the Treasurer the coordi-
nator of all corporate determination as to time, terms,
and conditions under which obligations will be Issued.
The Control Act also brings under Treasury Control, the
sale or purchase by government corporations, on their
own account, of any direct or guaranteed obligation of
the United States.
Control of Mixed-Ownership Corporations—These Cor-
porations are not required to submit a budget, but are
required to submit to the regular 3.A.O. commercial type
audit.
Acquiring and lyoaln?; Corporate Status—The act pro-
vides methods whereby government corporations can, in
effect, be stripped of their corporate status. It also











The attributes of the public corporation, observed
0. H. Pritchett, have been "disappearins before our
eyes, like the Cheshire cat." Soon, there may be nothing
left but a smile to mark the spot where the j;ov<Trnaient
corporation once stood." After the passage of the Gov-
ernment Ooporation Control Act of 19^5, he wrote, "The
Control Act of 19^5 is the latest step in ten ye*»rs of
retreat from t>:e principal of corporate autonomy. It
goes far toward completing the task of eliminating the
features which have made government c^rporptl ons useful
instruments for enterprise purposes . . . the pattern of
control imposed means that, for &ood or 111, American ex-
perience with autonomous public corporations, is sub-
17
stantially at an end."
17. fl. H. Pritchett, "The Government Control Act of 1945",





THE PRESENT TREND AND CONCLUSIONS
As pointed out by Mr. Pritchett, CongresB has virtu-
ally eliminated the usefulness of the Government Corpo-
ration and now there is increasing reason to believe
there will be further steps toward elimination if not
total elimination of the Government Corporation.
The following Resolution was introduced in the House
of Representatives on January 13, 1953, by Mr. Gwlnn of
New York.
Proposing an amendment to the Consti-
tution of the United States relative
to prohibiting the United States
Government from engaging in business
in competition with its citizens.
Resolved by the Senate and House of
Representatives of the United States
of America in Congress assembled
(two-thirds of each House concurring
therein), That the following article
is proposed as an amendment to the
Constitution of the United States,
which shall be valid to all intents
and purposes as part of the Consti-
tution when ratified by the legis-
latures of three-fourths of the sev-
eral States:
"Article—
"Section 1. 'The Government of the
United States shall not engage In
any business, professional, commer-
cial, financial, or industrial
enterprise except as specified in
the Constitution.
"Sec. 2. The Constitution or laws
of any State, or the laws of the
United States, shall not be sub-
ject to the terms of any foreign














"Sec. 3» The activities of the
United States Government which vio-
late the intent and purpose of this
amendment shall, within a period of
three years from the date of the
ratification of this amendment, be
liquidated and the properties and
facilities affected shall be sold."
Joint Resolution 184 was introduced on the floor
of the House by Representative Busby, February 12, 1953
»
and seeks "to look into Government enterprise activity.
Its purpose Is as follows:
"For the establishment of a com-
mission to study Government com-
petition with private taxpaylng
enterprise.
Rasolved by the Senate and House
of Representatives of the United
States in Congress assembled,
ilAHATION OF INTENT AND POLICY
Section 1. (a) It is hereby de-
clared to be the intent and the
policy of the Congress to cur-
tail or abolish those business
activities engaged in by the Fed-
eral Government for which ample
facilities are available by pri-
vate taxpaying enterprise,
(b) To reduce the Federal pay-
rolls to the extent of hundreds
of millions of dollars annually
by releasing scores of thousands
of employees engaged in Govern-
ment activities which private




In support of his resolution, Representative Busby
made the follo^lns remarks on the floor of the House;
"Today I have introduced a Joint
resolution to establish a Commission
to Study Government Competition
With Private Taxpaying Enterprise.
The enormous growth of Government
18. H.J. Res. 123, 83rd Congress, 1st Session, Jan. 13
,
1953, Representative Gwinn, New York








during the past 20 years, is, as we all realise, a
dangerous threat to the sovereign rights of the indi-
vidual StateB and to the personal liberty of all of us*
But possibly we are not &s keenly aware of the threat
to privately owned enterprises in all part 3 of the
country because of competition from the purely business
activiti^fc if the Federal .aent.
One example of a Federal activity which is compet-
ing with private industry is the Reconstruction Finan
Corporation. The RFC reduoes investment opportunities
for banks, 5 . ice companies, and other pr\ y
owned financial organisations. Congress did not intend
this* ten we enacted legislation ests*bliahing the Re-
construction Finance Corporation, we contemplated that
it would sake loans only when private lending Institu-
tions were unwilling to do so. Recent practice has been
to grant RF ne to borrowers simply becauoe they are
unable to get private money on their own terras. But,
the RFC is only 1 of 40 Federal agencies t are r
have been engaged in banking and credit activities.
To mention only a few; Farm Credit Administration,
Farmers Home Administration, Rural Electrification Ad-
ministration, Reclamation Bureau, Soil Conservation Ser-
vice, Commodity Credit Corporation, Federal Farm Mort-
gage Corporation, Mutual Security Agency, Defense Mine-
rals Exploration Administration, Teohnio operation
Administration, Maritime Administration, Housing and
Home Finance Agency, Export-Import Bank, Federal Nation-
al Mortgage Association. Other Federal 1 ies and
corporations engaged in lending and credit activities
are listed in special analysis D on page 1104 of the
Budget document for 1954.
More than |12 ,500, 000, 000 in Federal funds are in-
vested in these lending activities, with additional
commitments of more than nine bill!
Another gl:<rlnG example is public . rr. • The
first Federal Housing Act was passed in 1937, to allev-
iate the present and recurring unemployment, whioh rea-
son no longer exists. Like all other tax-free social-
istic experlements, Government housing is the same kind
of unfair competition for whioh private business would
be hailed before the Federal Trade ConnilBsloii and the
Department of Justice for prosecution for monopoly in
restraint of trade, and so forth.
Inere are four separate Federal housing bureaus:
First j Housing and Home Finance Agency 1 Employs
101 persons at salaries from -0,400 to ?17,500, exclu-
sive of many hundreds of secretarial and clerical
staffs.
Second: Federal Housing Administration J Employs
279 persons at salaries fror 5,400 to |15, 000, exclu-
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Third! Public Housing Administration} Employs 92
parsons at salaries from $6,400 to }15,000, exclusive
of many hundreds of secretarial and clerical staffs.
fourth: Office of the Housing Expediter: Employs
286 persons at salaries from #5»400 to )14,000, exclu-
sive of many hundreds of secretarial and clerical staffs.
What have these four bureaus accomplished during
the past 15 years which private builders and prospective
homeowners could not have accomplished to alleviate the
present and recurring unemployment and to remedy the
serious housing shortage, whioh were the reasons stated
for enactment of housing legislation?
I want it clearly understood that I am not singling
out any particular a ©noy nor endeavoring to pass on the
degree with whioh various agencies are in competition
with private business, but 1 am urging Congress to adopt
my resolution in order that we will have the advantage
of this Commission's survey and findings. It would ope-
rate in this field in a way similar to the study con-
ducted by the Hoever Commission on the Reorganization of
Government Agenoies.
Perhaps one of the greatest threats to free compe-
tition came in 1951 » when Congress was considering the
Defense Production Act. The Government asked for more
power to carry on business pursuits, and an amendment
was proposed giving the Government power to build in-
dustrial plants for the purpose of manufacturing, pro-
ducing, and processing materials necessary to the nation-
al defense and to engage in marketing, transportation,
and storage of such materials. If this amendment had
been enacted, it might well have crushed private in-
dustry, which could not have long withstood the compe-
tition from the Federal Government, with its enormous
capital resources. As you know, Congress rejeoted the
proposal.
It will not be easy to get the Government out of
competition with private business enterprises. This
was demonstrated in the recent Dollar-Steamship-Company
Case. You will remember that in 1938, the Government
undertook the operation of the Dollar Line and immed-
eately changed the name to the American President Line.
For the next 12 years, political appointees, with little
or no experience in shipping, occupied the §25»000-a-
year Job as company president, Mismanagement was so
notorious that Harry Lundeberg, president of the AFL
Seafarers International Union, stated publicly that
'The American President Line is fun by the Govern-
ment and is like a Government agenoy, you get a Job
there, not because you are a good seaman or a good








When the company's debt to the Government had been
paid, R. Stanley Dollar and his associates asked the De-
partment of Commerce to return their property. This re-
quest was refused. The Government claimed that it own-
ed the stock, and it offered the shipping company for
sale to the highest bidder. The Dollar interests brought
court action to enforce their claim to the ^68,000,000
company, and the court ordered the Government to return
the stock. Secretary of Oommerce Charles Sawyer refused;
and United States Court of Appeals for the District of
Columbia, by a unanimous decision of three Judges, cited
Secretary Stfwyer for civil and criminal contempt , The
court said;
'Here we have the spectacle of a Government which
proclaims adherence to law as the governing force
among men not only refusing for 6 years to submit
to its own courts its claims to private property
derived from purely commercial transactions, but
endeavoring by every device to thwart and defeat
the Judgment of those courts after it has been
rendered.
'
The Supreme Court affirmed this decision, but even
then, the Department of Commerce did not fully restore
ownership of the steamship line to the Dollar Co I A
settlement was later negotiated. The Dollar* sine's
case demonstrates the danger Senator Benjamin Harvey Hill
warned us of in a speeoh in the Senate on March 27, 1878.
Seaator Hill said:
'I have said that I do not dread these (private) cor-
porations as instruments of power to destroy this
country, because there are a thousand agencies
which can regulate, restrain, and control them;
but, there is a corporation we may all dread. That
corporation is the Federal Government. From the
aggression of this corporation there can be no
safety, if it is allowed to go beyond the bounds,
the well-defined limits of its power. I dread
nothing so much as the exercise of ungranted and
doubtful powers by this Government. It is, in my
opinion, the danger of dangers, to the future of
this country. Let us be sure to keep it always
within its limits. If this great, ambitious, ever-
growing corporation becomes oppressive, who shall
check it? If it becomes wayward, who shall control
it? If it becomes unjust, who shall trust it? As
sentinels on the country's watchtower, Senators, I
beseech you, watch and guard with sleepless dread
that corporation which can make all property and
rights, all States and people, and all liberty and













It Is apparent from this statement that the dangers
of Government encroachment on private business activi-
ties have long been recognised, and something should have
been done about It long ago. My resolution would do
something about it by creating a commission of 21 mem-
bers, representing over-all manufacturing, industry,
trade and commerce, transportation, banking, newspaper
and magazine publishing, and other forms of graphic arts.
Seven members of the Commission would be appointed by
the President, seven by the President of the Senate, and
seven by the Speaker of the House of Representatives.
Thla commission would have aceesa to all Government re-
cords; and, after making a thorough study of Government
functions, which compete with private business activi-
ties, it would report to Congress on its findings and
would make recommendations for getting the Government out
of competition with private business.
X amending the creation cf a special com-
mission • use the problem is so vest in it* scope. Be-
fore C^n^r-esz can act effectively on legislation to
remedy the situation, it must have the advantage of a
comprehensive report, with facts and f >tall.
The fact is that Government competition affects, in or»
way or another, a larc-e percentage of the four Billion-
od.
-so. concerns in this country in different lines
of aianufacturing, commerce, banking, transports t ion, and
the public services. To eliminate Government as a com-
petitor would be the greatest boon Congress could bestow
upon free, independent, t&xpaying enterprise." 20
Since Representative Busby expounded upon the ad-
viseability of curtailing the activities of Government
Corporations, it has been decided by the present Admin-
istration to allow the Reconstruction Finance Corporation
to die a natural death in 1954. This decision has un-
doubtedly set the precedent for many other emergency Gov-
ernment Corporations. As their charters are brought up
for renewal they will be allowed to lapse. The cloth-
ing operation of the United States Navy, althou^i not
corpora ted, will be discontinued In April 1953 • The
underlying reasons being pressures brought by American
business.








The government corporations should be analized vary
critically so as to determine whioh are doing Jobs that
oould not be done more efficiently by private industry.
They have proved to be an expensive instrument, but one
whereby tasks oould be accomplished. It is hard to vis-
ualize the task of complete abandonment of the corporate
device but it Is claimed by advocates of th*t theory that
"denationalisation of the enterprises now federally owned
and operated would reduce the national debt. It would
also eliminate the leases and hidden costs of the federal
corporations, reducing the cost of operating the federal
government by more than one third, which would, in turn,
greatly reduce taxes.
Sit i ma tin 3 the extent of this tax reduction it is
anticipated that personal income taxes could be cut to
less than Pillion a year total - - a 70 per cent re-
duction - - thus increasing personal tax exemptions from
|600 per person to $1500 per person, and out the rate of
taxes ab)ve the $1500 in half.
This would mean that the first )156 per person paid
in taxes could be retained by the taxpayer, and all the
taxes above the present ^156 per person point would be
cut in half.
Thus, by returning productive enterprise to the In-
dividual enterprise system, the conflict between sov~





the enterprises created by the people will end. Labor
would have the inoreaaed "take-home-pay" it seeks solting
much of the current labor problem. As thia increased
"take-hoine-pay" would not involve increased pay rate a,
it would restore the fruit of toil to those who toil, in-
oreaslng the standard of living of the American people
by 11 per ot^rit." 21
This, ia perhaps, a far too enthuaiaatio claim, but
it does point the direction of thinking in thia area.
The Government Corporation should, if uaed. be f;iven
the broadest of suoerviaory power, along with financial
freedoms; they should use the business wetnod of account-
ing, this means amendment of the Control Ant. They
should pay for their own audit by Auditing Management
Firms. This would relieve the General Accounting Office
and keep the a rations on their own financial feet.
The Government Corporations should fce freed tv >m the
•haokels of Civil Service Regulation and should De allow-
ed the priviieage to hire and fire. They ahould oe able
to retain their reserve funds and their annual earnings.
They should, pay all costs for the conduct of their com-
mercial type operation. They should not ask nor ^ake any
priviledge of any other government unit in the way of ser-
vices or material.
"Theoretically, if sufficient improvements could be
made among the departments in the direction of greater
21. Willis E. Stone, President. The Federal Corpora -
tions . The American Progress Foundations.
.
- 35 -
autonomy &nd flexibility, there wouia be jLittle or no
justification for government corporations at all* How-
ever ;resa to date in this and ot. I has
been so , and the underlying theory ent and
oontrol .868 is so forel^/i to flexibility an
free '.bat i - .merit ,ion should, -ble,
point t y to needed lraprov be dic-
ed be trey rre admini tively o s. In a
demoo: in other forms of government, the means
should be . d to the purpose and all
minlrtered as efficiently as possible in ro-
grams
. .ally decided upon shall have t lit
assurance of success. Experimentation, not uu . .y,
is the spirit >1. "If. like-
ly, t'l concern for the eo. to
gr , . . ant >, will lining the
best features of private enterprise in a bw that has
tended incroa singly towar Leotiveil*.
22. iuarshal Dimook, £bj» government Corporation . /. Focus
of Policy and Administration . II, The ^merlaan Political












3. Alaska Rural Rehabili-
tation
4. Alaska Spruce Cor-
poration
5. Bureau of Agricultural
and Industrial Chemistry
6. Bureau of Community
Facilities
7- Bureau of Employee's
Compensation
8. Bureau of Human Nutri-
tion and Home Economics
9* Bureau of Land
Management
10. Bureau of Old Age and
Survivors Insurance
11. Bureau of Reclamation
12. Bonneville Power Admin-
istration
13 • Central Bank tor Coop-
eratives
14. Central Valley Project
15. Commodity Credit Corpo-
ration
16. Corps of engineers
17* Defense Homes Corpo-
ration
18. Defense Plant Corpo-
ration
19* Defense Supplies Corpo-
ration
20. Division of Power
21. Division of Territories
and Island Possessions
22. Export-Import Bank
23. Farm Credit Administration
24. Farmers Home Administra-
tion
15 • Federal Airways System
26. Federal Crop Insurance
Corporation
27. Federal Deposit Insurance
Corporation
28. Federal Farm Mortsage Cor-
poration
29. Federal Home Loan Bank




32. Federal Land Banks
33» Federal Loan Agency
34. Federal National Mort-
gage Association
35* Federal Power Commission
36. Federal Publlo Housing
37* Federal Reserve Banks

























39. Federal Security Agenoy
40. Federal Surpi.ua Commod-
ities Corporation
41. Federal Works Agency
42. Government Printing
Office
43. Home Owners Loan Cor-
poration
44. Housing Insurance Fund
45. Inland aterways Cor-
poration
46. Institute of Inter-
America Affairs




49. Land Bank Commissioners
Loans
50. fciaritime Commission
51. Metal Reserves Company
52. Missouri Basin Project
53. Mutual mortgage Insurance
54. National Capitol Housing
55. National Housing Agency
55. National Service Life
Insurance
57. Office of Indian Affairs
58. Offloe of Vocational Re-
habilitation
59. Panama Railroad
60. Postal Savings System
61. Prencinradio, Ino.
62. Prcduotlon Credit Cor-
porations
63* Production and Market-
ing Administration
64. RFC Mortgage Company





68. Rubber development Cor-
poration
69* Rubber Reserve Company
70. Rural Elecrifioation Ad-
ministration
71. Social Security Adminis-
tration
72. Soil Conservation Service
73* Southwestern Power Ad-
mlni strati n
74. Synthetic Liquid Fuels
Program
75* Tennessee Valley Auth-
ority
76. Tennessee Valley Associ-
ated Cooperative 9 » Inc.
77* U.S. Commercial Company
78. U.S. Employment Servloe
79* U.S. Housing Corporation
30. U.3. Maritime Commission
81. Department of the Navy
"^Oi
i o nu












Ferguson and MoHenry, ffiq American System o£ Government .
IfcGraw Hill, 2nd ed.
Hoover, Herbert. Tfre Challenge To Liberty (New York;
Sorlbner, 1934.
)
Key, V.O. Jr. Government, Q-rx) rations . In Fritz Morstein
Marx (ed.) Elements of Public A dgilnlrBtfrration (Prentice
Hall, 1946)
Lilienthal, David E. £{A, Democracy On, I&2. frfor<rfr ( New
York, Harpers, 2nd ed., 1944)
Swarthout and Bartley, Thj> Principal and Problems of
American National Government (New *:•.-,
sity Press, 1951;
White, Lenord D. Public Adnftnlatfrration , 3rd ed. 1943
Encyclopedia America, Volume VIII
The Public Papers and Addresses of Franklin D. Roosevelt
(New York Random House, Inc. 1938)
Dimock, Marshall F. Ggvernmerft QPrpopHf^OT* £ Focus,
~ . •— ;..W.^:.,.;.t.- -
Science Review, October 1949)
G_or^:3-
, r, '
•• - >:, SMI 2l IftUSX SL.
trational (The American Political Science Review,
,.; .„ „ „,-
>ll o
2^^u •,:;-?-i.-i,Jt .-. ;^ry-;i aa, (Harper's, ay 1945]
Hodgetts, J. S. The Pub^o Qorpo, ration in, Canada (Public
Administration, winter, 1950)
Kull, Itanald C. Centralized, Bud^ejfc Aflmlr^sfrrafrlon, ]&
Has Tyafffff Y»UfrY AHiftgrUyr (Public Administration
Review, winter 194.
Maurer, Herryman, Boards of Directors . Fortune, May 1950
Pritohett, Herman 0. The Paradox og tfoe Government Qor-









Jk« 9<>Yqpft«*rt qorpors^on Aojfc ojj 1945, (The American
Political Science Review, June 194o)
Robaon, f. A., foe Administration of Nationalised la-
:.^o\:ri,:j ^ - -i-^.:.-.-. ( ..' .. :, :a strati :: j*;via
Summer 1947)
Siedman, Harold, U.S. Bureau of the Budget, ffie ^heory
°l 2b& AutfOnomoua Government Corporat^onj A grltlog-3,
Apuralaal . (Public Administration Hevi Spring, 1952)
ShaWillowby, .7. P., Prl^pa! of Public Administration .
Brookln a Institution, 19*-7)
The Controller, The Government Corporation Bu^eft §k
4 Billion to a a, August 194o.
GOVERNMENT PUBLICATIONS
The Oommiasion on Organization of The Executive Branch of
The Government, general &anacement o£ Tfoe Executive
Branch (U.S. Government Print ... iffice, 1949)
Report Of Itoe President's Committee On Administrative
Management, (U.S. Government Printing Office, 1937)
flFfW'Vi £&4l *M Ifeft •^sine.sg Enterprises o£ Jhe, Gov-
ernment . (U.S. Government Printing Office)
Gongreaalonal Record - Houae, Commissi, r, ,.. >tud.v (joy-
ernment ^ompq^ltl>n
,1,1ft ?r$,vate yajEpayyy, Ejn^er^r^e.,
Pebrjary 12, 1953
•
H. J. Resolution 184, of Pebruary 12, 1953, 63rd Congreaa
1st Session, * r. Busby, Illinois.
H. J. Resolution 123, 83rd Congress ( 1st Session, January
13, 1953, Representative Gwinn, New Xorfc.
The Hoover Commission Report, *ftiq Pedera.1 Business ffn-
tto-r :---l...- . (I • !• 3 reroaent Print 1 ;. office)
3&3 Government porporafrlon, gon^ro} &&&• *«* aw 284,
79th Congress.
General Accounting Office, Reference Manual qf government
• ^ -• , -.- 3enat jment No. 86, 79th , .re as,
1st Session.
lwn array?
t
**:'*-
:.i
.
'
~i2^
TO
* p» *
kA
